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ABSTRACT
This paper extends the Ramsey model's normative analysis to issues of generational welfare and
intergenerational transfers.  A planner, who maximizes the discounted welfare of an endless stream of
generations, is intrinsically biased against larger cohorts, which are more costly to provide utility.
Imperfect production substitutability produces a market bias against baby booms as well, lowering their
lifetime income.  The market bias, however, tends to be greater than that of the planner, who provides
the baby boom cohort with more favourable lifetime transfers.  Intuitively, the baby boom benefits from
temporarily reduced elderly dependency, allowing greater lifetime consumption relative to lifetime
income.  Declining population growth leads to rising elderly dependency, which the planner supports with
increasing intergenerational transfers.  Secularly rising social security taxes, and declining lifetime returns,
with a baby boom cohort receiving more favourable treatment than their heavily burdened successors,
are consistent with the wishes of a social planner in an environment with declining population growth.
Alwyn Young
Graduate School of Business
University of Chicago
Chicago, IL 60637
and NBER
a-young2@uchicago.edu